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This study describes the gradual . adaptation of the 
methods of financing education to the objectives . of development 
policy in Yugoslavia. The first chapter deals with the development of 
Yugoslav education and its financing in the context of economic 
growth during the period 1950-1966. The second c^^apter describes and 
analyzes the present Yugoslav educational finance system (which was 
adopted in 1972) with particular attention to the sources of finance 
and their distribution to and within educational , establishments , as 
welj. as methods of redistribution in order to assist less-developed 
regions- The third chapter gives a tentative qualitative and. 
quantixative appraisal of the present educational finance system, and 
the conclusion discusses the future development qf this system. 
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AIMS XtlJ) METHODOLOGY OF 
THE IIF.P ilESEARCH PROJECT ON 
FINANCINQ EDUCATIONAL SYSTEMS 

This research project, iaunched by the International Institute for 
Educational Planning early In 1970, originated In an enquiry as to the real 
possibility of the developing countries financing their educational 
objectives in the course of the United Nations Second Development Decade, 
bearing in mind the high level of expenditure that has already been reached 
in most cases, the constant rise in unit costs, and the Increasing competi- 
tion *<lthln the state budgets themaelvee that education will probably 
encounter in the future from the financing of productive investments, debt 
servicing, and other predictable expenditures. 

Viewed in this light, therefore, the research is not strictly limi ted^^ 
to the study of financing techniques, but has wider aims : 

To explore the real weight of probable financial constraints on 
the development of educational systems up to I98O. 

(2) To study the various financing methods likely to augment re- 
sources, and to define a strategy of educational financing more closely 
adapted to social and economic realities. 

(5) To analyse certain alternative solutions (new structures, new 
technologies etc.) capable, by reducing costs or improving the efficiency 
of the teaching process, of leading to a better balance between educational 
targets and the resources available for them* 

In addition to these extremely concrete objectives, concerned with 
the real problems facing educational planners in all countries, the 
cpllatlor, of .the essential data should provide the basis for the answers to 
more' theoretical questions, affecting, for e pie, the type of correlation 
between educational expenditure and the level of development, between the 
level of expenditure and the method of financing, between the level of unit 
costs and the development of the educational system, etc. 



Wl..h these aims in mind, two ij-pes of study are being undertaken: 
Wa ilonal case studies for the retros pective (I96I-70) and prospective 
(1980 or beyond) analysis of the expenditure, financing ar^ costs 
of educational systems in the widest and most representative possible 
sample of countries - at ioast fifteen; these studies should, as 
already stated, reveal both the magnitude and the nature of the 
financial constraints to be expected in the general framework of tne 
development of the economy and of tne finances of the state. a«i the 
level and various alternative forms for the possible development of 
educational systems. These studies will thus cover the whole field 
of educational financing, costs, and policies in each country 



concerned. 
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g£ec: . _ flc case studi es covering, first, the different possible 
methods of financing (centralised, decentralised, public, private, 
etc.) and. especially, original ways of raising, supplementary 
resources, and. secondly, the study of new educational solutions 
■calculated to reduce costs. 



These studies are being carried out in Member States by the HEP in 
close collaboration with national specialists, either from govermnent 
departioents or from universities. In many cases the research Is a concerted 
effort by the Il£P and the country concerned, for the connon benefit of 
both parties and of the international community as a whole. 

This project will culminate in a, synthesis report sunning up the 
findings relating. to all the problems posed. T}.e studies themselves are 
being published as single monographs In the collection Financing educational 
systems, comprising two series, one of country case studies and .one of specific 
case studies. 

The financial outlay for the Implementation of this ambitious 
project could not be provided from Unesco's basic grant to the Institute. 
The HEP 13 deeply grateful to the Member States and various organizations 
who. by their voluntary contributlona. have enabled it to launch and pursue 
this research: In particular to SIDA (Swedish International. Development 
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Authority), NORAD (Norwegian Agency for International Development), DANIDA 
(Danish International Development Agency), CIDA (Caiwidian International 
Development Agency), the Republic of Ireland, and the Ford Poundation. The 
Institute is also "deeply indebted to the Member States and national 
specialists In various parts of the world who have agreed to co-operate with 
the HEP in carrying out these studies. The publication by the HEP of 
certain studies by outside consultants does not necessarily imply, however, 
the Institute's agreement with all the opinions expressed in them. 
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I)^TH(X)UCTION ' 

C^e of the characteristic features of Yugoslav society is the ten- 
dency to give the individioal citizen more power to make decisions on his own 
development and the development of society of which he is a part, l^e 
practical manifestation of this philosophy is self»-mana g^ment, a system by 
which the citizens thenaselves decide the conditiona and results of their 
work. 

In practice, self-managenent in an enterprise, such as a factory, 
an agricultural coabinc or any other establishiwnt in the public sector, 
means that the workers, through the medium of duly elected bodies, organize 
production and work, decide to what use resources are put, and distribute 
the product resulting from these activities. 

The growth and success of this system in the economic sector sub- 
sequently led to its introduction into social sectors, such as education, 
public health, scientific institutions etc. Thus advisory and management 
cowittees were set up in schools, hospitals, libraries etc., composed of 
members of the staff ani , in certain cases, of representatives from other 
fields, such as scientific and cultural institutions or public departments. 
A special effort was made in the field of education in view of the im- 
portant role it plays in -economic and social development, and great im- 
portance attaches therefore to the methods of financing education within 
the framework of the self-- management system. 

The present study describes the gradual adaptation of the methods 
of financing education to the objectives of development policy. It is 
divided into three chapters. The first deals with the development of edu- 
cation and its financing in the context of economic growth during the 
period 1950-1966. The second describes and analyzes the present financing 
system, in particular, the sources of finance and their distribution to 
aixi within the educational establishments, and the methods of redistri- 
bution with a view to assisting less-developed regions. The third chapter 
gives a tentative appraisal, qualitative and quantitative^ of the present 
financing system, while the conclusion looks to the future development of 
this system* 



r. ECOKOMIC GHOflH AKD EDUCATIONAL DEVELOPMENT 
AND rrs FINANCING PROM 1950 TO I9S6 

^' Economic growth of yugoalaviw since I9 SO 

During the last l^enty years, the salient feature of the econoo-y 
has b«en its particularly rapid gnmth, with national income rising at an 
average yearly rate of 7 per cent in constant prices. This Is a remarkable 
perfor«nce when compared to that of other countries, or to that of ^gos^ 
lavla Itself between the two wars. I^e «ln driving fores has been in- 
dustrlallzatlon, ths secondary sector having grown at an average yearly 
rate Of 11 per cent in constant prices, as against 3 per cent only for the 
agricultural sector. As a result, the share of industry in the social 
product rose fro« 20 to i^O per cent between I950 and 1^0, while that of 
agriculture fell fro. ^ to 23 per cent. National incce per head rose 
from US.^160 to US.^750 during that saae period. 

industrialization has created a considerable number of Jobs and thus 
made possible the absorption into the econoiiy not only of the natural 
growth of the active non-agricultural population, but also of about a 
-iUlon agricultural workers. As a result, the distribution of the aotlve 
population has undergone a profound change, as shown In Table 1. 
'^^^^ ^* Structure of the activ. p npn. tion bv se.t«. 

,1220 



Primary -jq 
Secondary 

23 



Tertiary 9 



Total inn 

-'•OQ 100 

Ihe role of the various factw-s of economic growth has also under- 
gone a gradual change, whereas in the initial phase, the increase in pro- 
ductivity accounted for only 40 per cent of the growth of the social pro- 
duct, it now accounts for 70 per cent, while the part playedby employment 
na, decreased from 60 to 30 per cent. However, even now, the country is 
unable to provide employment for all its population of working age, aixi 
unemployment as well as under-employment in agriculture still present a 
crucial problem. It may be added> in this' connexion, that 35 per cent of 
the active population live in the legs-developed regions. 

.8 



2. Development of the educational system and expenditure 

TYie growth of enrolnents at all levels and of expenditure en edu- 
cation has been renartable. In 1970, ?, 800, 000 jxiplls were enrolled in 
primary education, 669,000 pupils in secondary education, and 1^2,000 full- 
time students in higher education^ In comparison with the acadeaic year 
19?S/>9, these figures represent increases of 79 per cent, 188 per cent and 
641 per cent respectively. In addition, each year 5^0,000 adults followed 
study courses without Interruption of their ^gainful employnent, 80,000 of 
thea being part-tiae stXKients In higher education. As a result, the number 
of teachers has had to be more than doubled^ passing from 105,000 In 1956 
to 223,000 in 1970. Taking the population of tiie age group 5-34 as a whole, 
the enrolments rose fr*om 35«4 per cent in 1950 to 55«8 per cent in 1965* 

But while much Yizs been achieved in purely quantitative terms, much 
still remains to be done with regard to quality, particularly as regards 
efficiency. For InBtajice, only 6o per cent of each age group complete pri- 
mary schooling successfully within the set period, and every year, about 10 
per cent of pupils in primary schools repeat. The situation is not very 
much different in secondary schools and in higher education. To cope with 
tois situation J' the new objectives set for education place the main em- 
phasis on improving efficiency, more particularly, by modernizing tech- 
niques and rationaMzing expenditures. 

The rise in resources allocated to current expenditure on education 
is closely linked to economic growth and to the rise of State expenditure 
In general. Between 1950 and 1970, the average annual grtjwth rate of ex- 
penditure on education ftjnoonted to l6 per cent, raising education' s s?.iare 
in national inoome from 2il per cent to almost 6 per cent. The ratio of 
the. rise in educational expenditure to the rise in GNP (coefficient of 
flexibility) was 1.46 during the period 1953-1968. ^ 

At the seune time, there has been a sharp rise in unit costs at all 
levels (expressed in current price.%). During the period 1956-68, unit 
costs rose by 863 P^r cent, 812 per cent and 4^4 por cent at the primary, 
secondary and higher levels respectively. At constant prices, total ex- 
penditure on education during that period rose by 46o per cent, while the 
average cost per pupil/student (all levels) rose by 26o per cent. T\\e 
main factor in the growth of educational expenditure was the rise in unit 
costs, due largely to improved conditions of education; however, the in- 
crease in enrolments was also a factor, particularly daring the latter part 
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of that period. It may be^noted th&t.-^e deterlomtion of conditions in 
higher education 1im Resulted Jji unit costs reBalntn« alaost stagnant 
during the later yeara. " 

' • s 

The share of capital expelidlture'in total educational expenditure 
fell fro. 24.7 per cent In 1957 to 10.4 per cent In I969, inalnly 'because 
of the rapid rise of teachers' salaries due to the policy of equalizing 
the pay of teachers with that of other workers having similar qualifications. 

In conclusion, it cah be ,ald that there la still a wide gap between 
the needs of the educational sygte. and the resouroes allocated to it. In 
spite of the very gr«at efforts made isi the last twenty years. IMs gap 
is due aainly to the low Income per head of the population, to social neecs 
other than education, to the g.^at demand for education, and also to th^ 
relatively low efflclenoy of the educational system. 
-5* Develop«ent of the fin a ncing sv«tea between 1950 and 1066 

The system of financing education underwent a profound change during 
the period 1950-1966. ' • 

The system operating between 1950 and I956 was characterized by 
traditional budgetary di8tribution,''although' there was even then a certain 
degree of decentralization of resources for education. Most of the funds 
caae from the budgets of socio-political comnunitles, primary and secondary 
schools being financed by comnunes and/or districts, and higher education 
bV the constituent republics. T^e assemblies of the socio-political 
? cotmmmltles took their decisions in the light of the applications submitted 
by the t-achlng establishments, of the Increase In enrolments and teaching 
staff, and of budgetary Dossibillties. Ttie financial organs of the 
communities decided on the allocation of funds by type of expenditure, and 
this distribution could not subsequent V be changed. Any funds not used 
at the eiil of the year could not be carried over to the following year. 
In working out the requiren,ents, no allowance was made for the amortlzltion 
of buildings and equlpoent. New building wa^ financed from allocations for 
investment and from the reserve funds of the comnauiities. 

The system was far from satisfactory. The lack of criteria in the 
. allocation of resourcaa meant that there were no ways of influencing the 
efficiency of the schools; another drawback was that the teaching staff 
played no part in the decisions concerning the use of the funds. In view 
Of these disadvantages, and with the gradual spread of the self- management 
system to social activities, it was decided to give the schools a certain 
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degree of independenca and to let' the. teachers play a part in dco-iaions con- 
cemiJig the allocation of resources. 

This, together with the introduction of new sources of financing was 
the leltiaQtiy of the next five years, Schopl committees were set 'tip in 
prioary and secondary establishments, ^ and councils in the faculties/ all of 
them appointed by the authoj-ities. But they were not mere extensions of 
the authorities; they took over much of the responsibility for adainlstra- 
tlon at local and regional levels. They Were Instructed, for instance, ^to 
draw up the estimates for the income rJid expenditure of the teacliin'r; 
establlshjnents under thell* authority, and could employ their funds tm Ui^y 
saw fit. Tney could also carry over to the next year any funds outstanding 
at the end of the year. However, the authorities kept their right to 
approve the funds allocated to each institution. 

The budget of "-^e commune, district or republic, remained as the 
main source of financing, althoxigb separate funds were established In 
enterprises for the finaxicing of various forms of education and profession- 
al restraining and advanced training of workers, for scholarships and stu- 
dent loans in secondary and higher education and for the construction and 
equipnent of secondary schools. These funds were supplemental resources 
for the financing of education; part of them was paid directly to schools 
which performed given educational services for enterprises and the re^'t 
was spent on increasing the oapaoities of schools and on school equipnent. 
'niey accounted for 25 per cent of the total investment in education 

Although changes brought undoubtedly soine improvements, the 

educational system still remained largely dominated by administrative and 
budgetary procedures • Ttxer^ was bii obvious need for more radical changes, 
atti in i960 the Federal Assembly drew the logical conclusion by voting 
the educational financing law, which reduced the role of socio-political 
communities in the financing of education and created new sources of 
flnancliic. "^"t introduced in the cownunes and republics school funds 
financed from various sources, in particular-, a 10 per cent levy on total 
personal income tax which was the only statutory source of Income. As 
inocwe tax repreaented 15 per cent of incomes as a whole, the school funds 
got 1.5 per cent^of the total of salaries and wages. The law alfip stipu- 
lated that at least 60 per cent of the contributions miist go to the sohool 
funds of the co««unes where .the contributions were levied. The local 
coBiftunltles were free to. raise additional resources for school fundz^ f rom 
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(a) the budgetary incoae of the camunes; 

(b) direct charges l>vled. on enterprises; / 

(c) additional charges on personal Incomes; 

(d) ^ general taxation of private enterprises; 

(e) any donations and other sources. 

T^ie republic* were giver the s«»e powers e:icept those under (c) and 
(d). while the Federal ad«lnl8tr,:tion .could not levy any other resources, 
its sole resource being the budget. 

.The funds thus created beca.e the «in source of educational finance, 
amounting to about 90 per cent of the total resources available for eduea- - 
tlon. The origin of the funds is shown In Table 2. 
■^^^^ 2. B r<?aicdown of funds by «.m.t^«> (in per cent) 



Source 



■1961 1962 1963 



Through school funds 7ZZ I Z 

^dgets Of co-^uies and republics 695 ^6*? ^t'l 

Personal Income tax / ^J'S o5.4 
Additional charges levied oh personal incon.e^> " 1.6 'J*° 

. a«nera,l taxation of ^he incoap of ^' ^'^ 

private enterprises - , 

Other sources, donations. Interest, etc. ' loll 13.0 1^.'? 



As can be seen, the budget, of cosnunes siid ^publics are by far the 
»ost important sourde. but. while the statutory shar; of income tax has 
reaaln.M generally stable. tHe addltlor^l ch^.rges levied on personal incomes 
increased appreciably. 

Enterprises were also encouraged to participate/and from 1962 01^ 
wards, they were allowed to use, their contribution directly and to allocate 
It to different types of education, formal or infon«il. a maximum of 1 per 
cent Of the total income of enterprises could be used for expenditure on 
educational equir«ent. and this was deductible fro. the taxable income. . 
in 1964. the maximum was increased to 2.5 per cent. Enterpriae«r could 
also provide educational establishments with equip«,nt for workshopsV la- 
boratories etc. As a result, the share of enterprises In the total re- ^ 
sources available for education increased from 10.7 per cent, in 1963 to 
14.0 per cent in 196^, ■ ^ ^ 

In addition, school funds and investment funds cf teaching estab- 
lishments became the predominant source for financing capital expenditure. « 
as shown in Table 3. 12 ' 
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Table 5. Sources of capital financing (in per cent) 



Source 



Budgets 
School funds 

Funds for social Investment 
Funds for buildings 

Investaent funds of educational establishments 
Econoaio enterprises 
Other sources (l) 



1961 


1962 


1965 


1964 




6.6 




4.2 




59.5 


51.7 


51.2 




1.9 


0.9 


2.0 




0.1 






5.4 


26.8 


51.2 


52.5 


0.7 


1.6 


2.5 


0.4 


0.7 


5.7 


9.5 


9.9 



(1) ' These mainly consist of direct contributions by individuals. In 
the communes, citizens^ assemblies can decide to levy additional 
contributions from tj^eir income (generally from 1 to 3 per cent) 
to build and equip schools. In some communes, the funds raised 
in this May sometimes represent 50 per cent of resources for In- 
vestment, 

During the same period, there were marked changes in the conditions 
of teachers, especially w^.th regard to salaries^ recruitment and promotion 
which were previously, subject to the rules and regulations of the Civil 
Service. Teachers were given more professional rights, but were still \m- 
able to exert any real influence on the forking conditions in educational 
establishments and on decisions relating to the level of resources allocated 
to these establishments. In all these respects, the communities and re- 
publics continued to play the predominant role. 

The result of this decentralization was an Increase in the burden 
which the communes had to b^ar. . But some communes ¥/ere wealthier than 
others, and ,the Federal .subsidies were Insufficient to equalize conditions 
in the various regions. Consequently, there was a tendency in the poorer 
communes to open schools whfo^ did not require large resources, and in some 
oases schools had to beTshut down through lack of funds. In addition, the 
fact that the development of educational establishments depended on terri- 
torial communities led to the creation of a network* of schools thht was 
mainly dependent on regional conditions and did not necessarily conform to 
criteria of economy! There was a clear need for further changes in the 
system. 

- 13 
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II. THE NEW FTHKHCUiG SYSTEM 

Ihe ney legialj^t^on on educational flnanclriff 
In July 19S6, th^. i.^eral Assembly pasaed the • Oeneral law or 
f inancj.ng education' . Based on the concept that the nollcy for develoi>. 
ing education and the policy for flna..olng a a- cc, ^ resources to It 
-oat be oom^tlble, this law lay« dowr . .^loh are to govern 

the Obtaining of re.ourcea, while leaving to the republics the decisions 
on ti,e practical application of the law. -me law also provide, for the 
creation of 'educational co»aiunltles' , constituted by educational Insti- 
tutions and labour organizations In the economic and social spheres. Each 
establishment must submit Its .^n application to the educational community 
draw up a contract with It, and discuss directly the level of the allocation 
It desires. 

A basic concept In the relationship between educational institutions 
and educational comnr^ities 1, the so-called ' price of "education' , which 
covers the resources necessary for 

' staff sauries. Including social security and other overheads, 

- expenditure on supplies and equipment, Includli^ a;.x)rtizatlon,' 

- capital expenditure, including amprtlzatlon, 

- aodemlzation of instruction and introduction of Innovations, 

- research, and 

- the cost of subsistence of pupils or students. 

Ihe purpose of the refonn is to determine the price structure of 
education, to relate the salaries to the work performed and the results 
achieved, and to give the teachers some real Influence over their working 
conditions. It alms at ensuring the independence of teachers' organizations 
in educational Institutions and at equalizing their salaries and working 
conditions with those of other workers havliig comparable qualifications . 
At the saiae time, the Ixistitutioris which finance education are given the 
means of l>.fluenclng Its quantitative and qualitative aspects. Another 
■purpose Of the refonn is to elimix^te red tape in the formof administrative 
and budgetary channels. 
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2. l\\e educational cogaaunltieg 

The educational conminltles represent a new kind of self-management 
in the field of education. They cover either a given geographical area, 
Buch aa'one or more cooasunes, a re c ion or a republic, or one or several 
branches of economic and social activity. A number of enterprises can also 
form an educational cowawnlty by drawing up a contract with an educational 
institution. While territorial titles are best suited to pre-school, 

primary and general secondr communities baaed on economic 

criteria are best suited tc and higher education. 

Tlie educational communitiea determine the modifications to be made 
during the medium- term period in the number and location of educational 
institutions within their territory in order to allow for the expected 
economic and social development and the changes in the structure of education. 
The educational communities are assisted in drawing up this programme by 
regional, republican and federal institutions for educ itional research and 
development and also by local chambez^s of commefce. 

Meetings of the representatives of the educational coawunities are 
arranged by the republics and there are proposals for setting up an inter- 
republican committee which will co-ordinate policies, particularly with 
reference to the introduction of educational innovations and the orgainiza^ 
tlon of research work* 

In two republics, all secondary schools and institutes of higher 
education are financed directly by the republican educational communities. 
In the remaining four republics, only some specialised secondary schools 
and the institutions of higher education are financed by the republican 
educational communities; the majority of secondary schools (and all primary 
schools) are financed by the local educational conmunltles of the communes 
and towns. In these latter cases, however, co-ordinating committees 
covering the whole republic have been set up for secondary education 
(according to the type of school - general, secondary, technical secondary, 
etc.) and these committees play an important part in planning the develop- 
meilt of secondary education. 

The task of the educational community is to manage the financial 
resources, allocate them to each type of activity and expenditure, detei> 
mine the individual salaries in accordance with the work psrforrted, set the 
terms for loans and scholarships, and, in general, to deal with the BWtin 
aspects of education. In the more developed regions, the educational 
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co™„unltles have often assumed new reapon^lbllltles, 3uch as setting up schools 
modifying the school network, and guaranteeing bank loana given to schools. 
The oomunltle. alao participate In educational research and develo^ent 
projects. 

-mese, tasks are carried out by the cocwunlties through the media of 
the aase«bly and the executive committee. The assembly, which Is the supreme 
organ, consists of delegates from the educational institutions (about 60 per 
cent), representatives of the workers (25 per cent), representatives of 
socio-political and other ' and citizens appo ' ed h Oie general 

assembly of th- Uberatlons ar^i r.so of the co«mmlty 

are open to th^ y^^i:. . 

nie coBBunltles of the regions and republics provide additional 
financing for primary education, while supporting higher education, special ' 
schools, language schools for national minorities, and certain special 
secondary schools. In certain republics. In particular, Slovenia and Croatia 
they are responsible for all vocational secondary education. In which case 
they are divided Into sections by branch of economic activity.. Each section 
draws up the job descriptions and requirements for qualified staff, makes 
proposals for extending the school system, estl«ites i^he^ rVsources requited, 
draftt, the agreements with the establishments, allocates' funds to them etc.' 
•me community has also coemilttees for vocational and higher education which, 
:^ln collaboration with the sections,, set the objectives and policies for each 
level of education and submit them for approval to the community. 

The following are the sources of financing of the comaninltles (at 
cowBunal or Inter-coimnunal levels): ' 

- taxes on personal Income allotted to education (depending on 
the- level of development of the regions, .these amount to between 
3.5 and 6. per cent of total personal Income); 
■ * *he general Income tax on the private sector 

(agriculture, the craft trades, etc.); 

- a share of the tax on retail sales of goods and services; 

- an allocation from "the budgets of conruunes or republics; 

- voluntary contributions from enterprises; 

- voluntary contributions from citizens (see note In Table 3). 
Une first two sources account for most of .the financing, taxes on 

salaries represent about 70 per cent of the income of the co»Bunltles, and , 
income tax on the private sector, 10 per cent. T^e share of direct budget' 
allocation is only 10 per cent under this new system, and that of the 
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enterprises about 6 per cent. In cei-taln republics, the share of compulsory 
resources in the tot^il is gradually diminishing: for instance, it has dropped 
to 60 per cent in Slovenia. This po^jit is worth noting, since it is one of 
the objectives of the syctem. 

In the educational communities of the republics , contributions from 
income tax represent from CT^'to 5 per cent of total personal income. In 
addition, about 50 per cent of resources come from taxes on retail sales and 
on the private sector. In certain cases, the coannmity is also allocated the 
part of the Federal tajc on turnover which is at the disposal of the Individual 
republics. Lastly, with a o r^edisti-lbution and equalization, the 

Federation grants subsidies to the less deveioped re^^io^-s. Ihe most im- 
poverished communes pay no taxes to their republic, the latter allocating 
them additional resources to increase enrolments on vheir territory. 

(jrenerally speaking, the resources of the educational communities of 
the republics amount to 25 per cent of the total income of all the educational 
communities, but if the subsidies to the less developed areas ai*e taken into 
account, this share drops to 18 per cent. ' " 

The other facilities enjoyed by the educational communities are: 

- the possibility of low- Interest, lor«.>term bank loans for 
erecting school buildings and modernising education; 

- the provision that each new proposal for the construction of 
industrial buildings (factories, mines, etc.) must include 
the availability of financial resources for the eventual 
further education and retraining of the workers to be employed 
on the premises; 

- exemption from federal taxation on turnover (l) for all 
purchases of school equipment (including television, equipment 
for programmed learning, computers, eto.), which represents 

an abatement of about 25 per cent. 
5, qr j.terla and techniques for the distributio n of fuhds 

The communities distribute funds to the schools according to their 
resources and the results obtained by each establishment. The amounts 
are defined by a contract which lays down, in particular, tht criteria 
adopted for evaluating the results. For ftmds to be allocated, an accurate 



(1) As well as local taxes. 



- 18 - 



and comprehensive prograiame of work, &a well as a description of the teach- 
ing body and conditions of Instruction have to be given. 

Each establishiwnt draws up its own budget on the basis of the stan- 
dards to be reached at each level education. A prelialnary forecast. Is 
Bade before the contract is signed, and the fina] balance sheet is drawn up 
on the basis of the results obtained. 

The contracts relate mainly to the type of education, the 'price of 
education' , how this la to be 'paid', and the techniques for evaluating re- 
sults. They may cover one or several years; in the latter case, a clause must 
specify the terms and conditions' for a possible revision of costs linked ,.o 
the rise in prices and/or to ahy extension of activities. 

In appraising and evaluating the activities of an establishment, the 
community takes the following fao tors Into account: 

- the necessary resources for slaply maintaining; activity at 
the current level (routine expenditures for equipment and 
provision for depreciation); 

- the resources needed to pay- the staff (including leave, 
meals, accomodation, cost of professional advancement, 
etc.); •■ , 

- the cost of meeting legal obligations (inrome tax, tax on 
turnover, miscellaneous interest, etc.); 

- resources to extend the material basis for education (reserve 
fund, etc.). 

In practice, however, the resources available may prove insufficient. 
Salaries are the main item, and the efforts made to equalize the pay of 
teachers with that of workers of similar qualif f^^tion in other brtnches^ 
have forced certain communes to reduce the resources available for other 
items of expenditure. 

It should be noted, that schools can obtain finance from sources 
other than the educational community, enterprises, for instance. This does 
not affect the cowaunlty' s '^c Is ions,. provided the additional activities 
financed in this way do not affect the quality of those covered under the 
contract with the establishment. 

In certain institutions or regions, a great many pupils come from 
•other regions. As the current system of financing is based oh the terrl- 
:tflrial accretion of resources, a sharing process has been. worked out, where- ' 
by the communities from which the pupils originate must pay the host 
rommunltles the corresponding share of expenditure. 
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It Is the educ.i^.L'.^na: community which determines the priorities for 
the allocation of fiiui.-^ la'- resources. This involves decisions affecting 
such aspects as the number of pupils to be enrolled in schools, the number 
of teachers required, the opening of new artaents or streams In existing 
schools, and the introduction of new educational methods and technologies. 
In addition, the educational coianjunity, in conjunction with research and 
development institutions, evaluates the work of the schools, determines the 
efficiency of teaching methods and identifies the problems of t teachers. 
In this way, th-^ «(i, '-itin- • ' commur , analyses the results o' 
policy and is able to make the necessary changes in the distribution of re- 
sources in order to Increase the re .urn from the financial Investment in edu- 
cation. 

What is needed is for a union of educational coraraunltles to be set 
up which would aake overall policy decisions on all levels of education (ex- 
cept flrht level) and would give greater emphasis to the importance of pro- 
fessional and technical education. 

4., Distribution of funds within educatio nal institutiona 

This is arranged on the basis of results, and there is no salary^ 
scale laid down by the State. However, this principle, is very often in- 
applicable owing to the limited resources and the fact that the 'price of 
education' is not fully covered. 

The allocation of funds to pay tei^chers and the breakdown of salaries- 
are conceived so as to Improve the quality of work and to make it more rational 
and efficient. The criteria used for determining salaries are the type of 
work, qualification, experience, results, etc. A rating Is set for each 
element, and the total rating determines the remuneration. This consists 
of a fixed part and a variable part which may amount to between 5 and 15 
per cent of the total, depending on the results obtained by the teacher, from 
his pupils. Two or three tlmos a year, an elected committee meets to evaluate 
the results obtained by the teachers. The members of the committee are' rotated 
m such a way that, after two or three years, each member of the community has 
been able to evaluate tHe work of his colleagues. Ihe deliberations oY the 
committee are public. 

The evaluation Is based on various criteria; timetables. Indicators of 
the individual results of the pupils, tests run by a special pedagogical 
service, observations of the school principal and education inspectors, 
participation by the teacher In the extra-mural activities of pupils etc. 

19 
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■nils systea, tends to encourage teachers, particularly since, at the 
end of the .chool year, the co»m«.lty aUooatea additional resources (which 
can a»ount up to 10 per cent of the total income of the school) accorxilng 
to the results obtained. 

However, this method of distribution raises certain objections on the 

part of the teachers, who point to the co«ple:,lty of the ed.oat . 

and the fact that results obtained by pupH, oft .ep ,^1 on fu..... which are 

'^■^ o«rtaln schools where most teachers are of 

this opinion, remuneration is worked out on the basis of more conventional 
.criteria. . Purthennore, the a*ss^ of information and the considerable work 
required to make the evaluation cause certain principals to be against the 
sjstem. 

n pAnolng of education i n the leii^f-developed re ff1nn« 
A fund for granting loans to the less-developed areas in onier to 
foster their econolo growth was set up by the Federal government. Part 
of these resources may be allocated to education, in particular, for build- 
ing schools and training the supervisory staff needed for ^.he develop„,ent 
projects financed by the fund. 

The resour^^es originate fron, the republics, which contribute in pro- 
portion to their gross social product (aSP). por the period up to 1^5 the 
rate is set at 1.94 per cent of the GSP of the socialised sector of the' 
economy. 

Another fonn of assistance consists of federal subsidies for financing 
noclal activities, one of the „K,st important of which is education. Each • 
republic is free to use this subsidy to satisfy Its most, urgent needs. In 
general, the legislation of the republics stipUates the share allocated- to 
education (at least 53 per cent in Montenegro and 20 per cent in Bosnia- 
Herzegovina). 

^^^^ 5- Federal j^^h gidles for social a^^tlvi^^ot. 

(In millions of dinars) 







1968 


1969 


1970^ 


Socialist republic of Bosnia-Herzegovina 
Socialist republic of Montenegro 
Socialist republic of Jtecedonia 
Autonomous socialist region of.Kosovo 


408.0 

111.0 
199.7 
275.9 


457.7 
124.0 
222.7 
312.3 


502.7 
126.0 
. 243.9 
346.9 


Total 




994.6 


1 116.7 


1 219.5 



2 0 
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It should b« added that the financing system provides' for greater 
participation fro» the socio-political coBBunities when other resources are 
inadequate. 

Table 6. 3hare of the ooanunes and re pub 11 rr. ' - .fl^anc in&_eu 'on 



j.n the leya-cl eval op" .1?^ ' 





1968 


1969 


1970 


Yugoslavia 

Bosnia-Herzegovina 

Montenegro 

^oedonia 

Kosovo 




10.7 


10.2 


19.2 , 
24.6 

15.7 
61.8 


17.7 
27.5 
11.8 
63.2 


19.5 
50.4 
12.0 
37.7 



Yet another foni of aid to education consists of additional subsidies 
from the republics to the conmunes. Territorially-based educational conynuni- 
ties are legally empowered, under certain conditions (l), to receive addi- 
tional resources from their republic if their incoiae is insufficient to en^ 
sure optlmia developaent of education. The amount of the subsidy granted 
under this heading is determined by the educational consnmity of the republic. 
The starting-point In evaluating it Is the minlaMm education prescribed by 
law. Owing to the great diversity in the make- up of schools, several factors 
must be allowed for. For instance, in the Serbian republic, primary schools 
are divided into seven categories depending on the number of classes, pupils, 
etc. For each type of school, the strength and structure of the teaching 
body is determined, and the salaries are evaluated on the basis of qualifi- 
cations. 

In Croatia, the system operates differently. There the republic commu- 
nity for primary education has a ' solidarity fund' which subsidizes the less- 
developed regions. Contributions to the fund are set for each commune 
-according to its economic potential. - 

However, it should be noted that material conditions preclude grant- 
ing the less-developed region* the resources which would enable them to 
meet their estimated needs. 
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(1) In particular, the stipulations concerning compulsory income of 
the coBmRinlties must be fulfilled. 
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X 



rable 



t^ r-a of addr 
atlonal c 



in the Trev- 



or 



Total resources in 
million dinars 

Additional resou^ce^; 
allocated by educa- 
tional comixjunlties 
in million dinars - 
as a percentage 

Total resources in 
million dinars 

Additional resources 
allocated by educa- 
tional comniunities 
in million dinars - 
as a percentage 

Total resources in 
million dinars 

Additional resources 
allocated by educa- 
tional conmunitles 
in million dinars - 
as a percentage 



yugoslavia 



3 557 



267 
8.1 



k 287 



474 
11.0 



5 172 



Bosnia- 
Herzegovina 



517 



Monte. 



Mace- 
donia Kosovo 



loe 



608 116 



758 151 



264 



300 



392 



201 



50 17 ,9 78 

5.7 15.6 3,3 3^5. t- 
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50 25 10 ■ 101 

8.2 21.5 5.3 44.1 



26: 




(1) 



Hegardless of their level of 



resources. 
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If we c^>.^lder the aolutlona adopted to allocate additional re- 
eouroes to the ie»»- developed regiona, we ae© that they are based on the 
level of developsont of the school nel^orka, ntaiberar of pupils and students, 
enrolment rtitlos and the requix^ements stated by educational establlshaents. 
One of the disadvantages of this sy»tcf« Is, perhaps, that It does not 
sufficiently stimilate the various regions to allocate enough from their own 
resources. Since the economic potential Is taken Into account when granting 
subsidies. It has been suggested that natic "1 Income bo taken as a possible 
Indloator for this purpose. 

Table 7 shows the Importance of the aid granted to the education 
conmnmltles of the less- developed regions. 



ril. APFRAISAL OP TTiE KEW FINANCING SYSTL^l 

ITie foregoing account shows the «?v.itf.m«t^ ^ ^ 

^ aiiuwq tne systematic search for solutlonf5 en 

abUng education to develop faster *nrt i-. v. o-LUtions en- 

30clal activities a. a H ""^^ Intimately integrated Into 

•-ra...3 n H ' "'''^ '^""^ '^^^^ "^^^ con- 

ooi: o L: ^t. "^•^ '"^"^ --^^ ^ - ^ 

, • "'^^ to appraise the effects of this x.ew 

37ste»v sine.. It-does irot i^l,e ^ ,l^^ 

atte„,pt to bring to ll<.ht o ''^^^ ^^i^h the past. However, we shall 
^ ^^^^^^ZZ^^^^ " - ------ asp..ts. 

.Hould "LteTl'^^t ^^^^^^ " ^^^^"^^^^ ^^^^^^^ ^ 

^noo. an.:::^^:::rd^:r r: • ^^^^ - - — 



1 



Total net available resourcea 



^. National Income . 7,8 

Standard of living 5,9 

5.1 Personal conamnptlon ' ^ 7*4 

3.2 Social expenditure 

Savings 9.7 



r7v?rJ/T'^'^"''^^ (national defence, 
Olvll Service) 

4.8 



r..3„u:=^,. natloml inooms of total net available 

U be .die, that total expeMlture on eauoation ove. the p.„o. 
; -0 a.™.t double., «al„, ,.„o „ullo„ in 1566 to 

auon a in 1S.0. 1„ .hlch .ea. It aeoounted ror .l^»t 6 pe. 1 of 

: 1 ln..ease In en.0l.ent3, but also of the .l,e ,„ unit eosl 

only „o r,.-r cent In higher education. 

7" ""-"'"S =yste„ ha, .1,0 enabled addUlonal resources to 
aUoo,,,... ror .chol.rahlp, and loan, tc .tud.nta. Tn ,^,9-l<r,0. ov.-r 
. P^r cent of student, .ere granted l„..s and « per cent received .oholarshl,. 



- 26 . 



ir.asa loan, were finance. »*lnl, thx.u«^..,ontrlbutlo„. fro. entirprlae. to 
the funds of the republloa. 
^* fl»alltative appmiaal 

Of tne m>,t fax-reaol- U« .ff.ct, of the „„ tinging s^tor. ■ 
is the o:^ It hM brought .^ut U, the concept of the ™ie and pl«. of 
eduction in the <,.y,lop«„t of p^uotlve force. ^- the ^v..,ce^t of - " 
the lMlvldu.1. Education 1, today con.ld.r«i vital and decUlve, factor- 
in oconclc th„t It. oconclc function ha. b,.„ .recogntzed, ^ 

It "ust jje aade aoonoiiloaHj offlclenti 

a. f ln«.c,^ ^, p«^,ul.ltei for a ".*ilU ' 

refer. ,f ^, ielf-^nage^nt/ ai-a refom l..the •• 

.tartlng point f or fund.«,nt, charge, pedagogical, ...l„.,co«o.lc, poli- 
tical und paychologlcal. O^e federal reaolutlon lay. d.^.' the concept of life 
long educaxlon, dl««nU.. the ban-ler. bet..en.fo«.l!.„d lnfon«.l «luc^ 
t on, and oll.ln.t„ the .ohool «,„opoiy of dl.p,«,lig. Jao^ledge, While at 
the ,a« tl« creating a .hole ^ange of link. bet«,n' th* lirlou* tevel. 
of education. ^. new .yate. of Ufe-l^ education ha. been conceived t^ 
.|Wur, equal ace,., to all- type, and leyel. of eduo«lon,for iSth the young. 
^ -d the old, to provide horUontil and vertical ability throUg^ut the 
edueatlon systeiri', 7^ 

since the n«, fla«,clng eyete. ha. been bnjught Into effect, the ' 
pert played by the- Stat. ^ other Intemedla., bodle, m education ha. " 
decreaaed, particularly .1th reapertfto .the p..ltl«, and role of teacher.. 
Teacher, have greater lndepe«l.nc, in deoldl^ their condition, of .ork 
they t«,e all declalon. concerning n«, c«.lt-ent. and art»lnt«nta of - 
.enlor ,taff In the .chool., they prepare the. fl^nclng pro^ tor their 
eohool, dr.. up the contract .ith the «luc.tlon.l co«„Mty, and Keolde ho. 
their re.ouroe. are to S. all.cat«i and dl.trlbut«i. m Inatltutlon. of 
higher education, they are fr,e to decide the content of their .yllabuae., ■ 
.hll, at the prl«nr ^ .econdary level., they c«l elaborate and «i.pt . 
the general .yllabu... .lr,«iy dr«™ up. laatly, they decide under .hat 
condition, their .chool 1, to Operate (beginning ^ ^ of echool year', 
holiday., length of .orklng won, ejio.,). - 

It »ay be added that, during ^re^ent year., the teak of teachers has 
been .greatly ^elped thr«,gh the Introduction of ne. technologies, .hlch al. 
•t Improving the quality of educatloi ^ Increasing efficiency so a. to- iake 
the be.t po..lbl.,u.. Of available «.ou«... -«,u. television p«g,««es 
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have been introduced al»ost everywhere, and the use of progran.B.d leaxr^ing, 
fllM. radio, computers (as aid to education or tools for managing the system) 
etc. has been either introduced or extended. 

As far as enterprises are concerned, the new financing system, by pro- 
viding enterprises with greater rights and freedom with^regard to education, 
has greatly stimulated their Interest In this field. M^iy yterprises make 
voluntary contributions of as much as 5 per cent of total wages. Oae enter- 
prise, for instance, which employs 20,000 workers grants scholarships ar^ loans 
to 2,000 pupils every yeak Moreover, certain enterprises finance vocational 
training In their own centres and draw up contracts with university faculties 
with a view to enrolling their future professional staff. Many enterprises 
have decided to use some of their resources eannarkeld for education for the 
educational advancement of their staff. Ppr this purpose, they have pooled 
their resources and formed coowanities. These are the nuclei of the future 
financing system, which will be baaed on the principle of relating production 
and work to education and training, ' 

Lastly, ti-Ae educational coiwinities have succeeded, through their re- 
source allocation policy, in changing the school network, which has enabled 
them to adapt the training of qualified workers to the needs of the economy 
'and to ensure a better control Of the educational system. 
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T^e new fin*ncln« Ian, which was to be put into effect in late I971 
or early 1972, is in fact a starting point for new changes, not only i. th«^ 
sphere of eaucational financing, but also in that of economic policy and 
--xatlon. In considering the changes to be r^^e, the emphasis should be 
laid on Nays and aeana which make it possible to: 

- ensure that decisions with regard to extending enrolments and 
providing the necessary resburces are taken directly by the 
citizens; 

- match the policy for educational development with the methods of 
providing the necessary resources; 

- bring together teachers and workers with a view to working out 
the type of education best suited to the current and future 
needs of society; 

- evaluate correctly the economic price of education, so that 
education can grow at a pace co«»ensurate with that of the other - 
sectors of activity; 

- link education and its material baals to th^- incomes of enter- 
prises and to the social prwluct; 

- provide access to education for the young and for the old, re- 
gardless of their social position and incomfe. 

A distinction will have to be" drawn between the financing of co:^ 
P^a.sory education and the financing of the remainder of the educational 
.r.te.. The amount of resources devoted to elementary education, which is 
-.pulsory. Will be decided by the citizens either directly, through a 
referendum, or indirectly, through the medium of the relevant educational 
co™.ities. T^e Federal government and the republics must provide any 
supplementary funds to ensure that compulsox. education in the less-developed 
reslons Is not at a disadvantage. 

-IB for post-prl^rjr education, Ita develop,ent ,111 be decided by the 
^or,.r. fro» .11 sphere, of aetlvlt,, .ithout State intervention, either 
directly or through the ..dlu. of „lf.«n.8e„nt organisations. n,e 
necessanr resource, .lu be «d, available by the enterprises, since this 
cor. o, education Is closely related to the „l„t,nanc, and develo^ent or 
t elr activities. the allocation of ^ ^„„,„„„ 

Of the .actors to be ta.,n Int, ac«„,t .hen distributing the Income of the 

28 



- 29 - 



enterprises • As a result, the greater part of education will be fed by the 
saoe sources as those which detemine the other factors of production. The . 
educational comunlties for the post- primary education ^^ya%ea must hence- 
forward be conceived on the principle of output and work, and jthe calculation 
of the econosic price of education must serve as a basis for providing the 
resources necessary for developing and oiaintainlng work of high quality. 

With the new financing system, the role and responsibilities of the 
socio-political cowunities have undergone a complete change. In the past, 
they determined the developoent policy for education and the resources necessary 
to put it into effect. They now act in a co-ordinating capa.city and provide 
the resources, but can no longer intervene at the dec is ion- making level. 
Thus, their influence must necessarily wane^ 

In conclusion, one can say that the following developments oaji be en- 
visaiged a> a result of the new financing law: 

- a better balance between the planning of education and the growth 
of productive and other activities; 

- a closer Involvement of teachers in the development ^ of productive 
and other activities; 

- a gradual disappearance of the concept of ' free' education, coid 

^ also of the concept that each individual has the right to demand any- 

thing from the community without regaixl for economic possibilities 
and needs; 

- the abandonment of the principle of ' territorialization' In 
favour of equality of educational opportunity; 

- the gi*adual disappearance of the differences In financing education 
for the young and for adults, since the i*elevant resources come 
from the same sources and are levied accoixilng to the same 
principles. 

The result of these changes will be not only an Increase in the re- 
sources devoted to education, but also a more intimate relationship between 
education, on the one hand, and social and economic activities, on the 
other. 
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